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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHVOND, JUNE 18, 2002
APPLI CATI ON OF

NORTHERN VI RG NI A ELECTRI C CASE NO. PUE-2002- 00086
COOPERATI VE

For review of tariffs and terns
and conditions of service

FI NAL ORDER

On Decenber 29, 2000, Northern Virginia Electric
Cooperative ("NOVEC' or the "Cooperative"), filed an application
for State Corporation Comm ssion ("Comm ssion") approval of the
Cooperative's plan for functional separation ("Plan") as
required by the Virginia Electric Uility Restructuring Act (the
"Act"), Chapter 23 of Title 56 of the Code of Virginia (856-576
et seq.) On Decenber 18, 2001, the Comm ssion issued its Fina
Order approving NOVEC s application. Ordering paragraph three
(3) of that Final Order directed NOVEC to "provide tariffs and
terms and conditions of service to the Division of Energy
Regul ation that conformto this Order and all applicable
Comm ssi on Rul es and Regul ati ons one hundred and fifty (150)

days prior to its inplenentation of retail choice.”

Effective April 9, 2002, the new Case Managenent Systemrequires
that the case nunber format for all Comm ssion orders change
from e.g., PUE010663 to the follow ng: PUE-2001-00663.



http://www.state.va.us/scc/contact.htm#General

On February 1, 2002, NOVEC filed the ordered tariffs and
terns and conditions of service with the Division of Energy
Regul ation in anticipation of comencing retail access inits
retail service territory effective July 1, 2002.1 NOVEC s
filings included: (1) Northern Virginia Electric Cooperative —
Ternms & Conditions for Providing Electric Service, including
Retail Access Terns & Conditions; and (2) Northern Virginia
El ectric Cooperative — Conpetitive Service Provider Coordination
Tariff, including: Conpetitive Service Provider Agreenent,

El ectronic Data Interchange (EDI) Tradi ng Partner Agreenent,
Transm ssi on Custoner Designation Form CSP Dispute Resolution
Procedure and Aggregat or Agreenent.

In an Order dated February 21, 2002, in this proceeding,

t he Conmi ssion directed the Cooperative to provide notice to the
public and established a procedural schedule for the filing of
comments and requests for hearing on NOVEC s application. In
that Order, the Comm ssion directed its Staff to investigate the
application and file a report detailing its findings and

reconmendat i ons.

1 On January 25, 2002, NOVEC, in association with the other electric
cooperatives in Virginia, filed a Conprehensive Wres Charge Proposal
("Proposal "), Case No. PUE-2001-00306, Ex Parte: |In the matter of
considering requirenents relating to wires charges pursuant to the Virginia
Electric Utility Restructuring Act ("Wres Charge Case"). The Conmi ssion
rendered a decision in this case on May 24, 2002.




On March 28, 2002, NOVEC filed proof of notice and proof of
publ i cation pursuant to the Conm ssion's February 21, 2002,
O der.

On March 28, 2002, NOVEC filed its Request for Wiver of
Rul e 20 VAC 5-312-90 K of the Comm ssion's Rul es Governing
Retail Access to Conpetitive Energy Services ("Retail Access
Rul es"). The Cooperative noted that its intention was to submt
a plan for its price-to-conpare programno later than April 2,
2002, but devel opnent of its plan was dependent upon several
factors to be resolved by the Conm ssion in Case No. PUE-2001-
00306.

On April 2, 2002, the Commission, inter alia, granted
NOVEC s request for a waiver of 20 VAC 5-312-90 K of the
Commi ssion's Rul es Governing Retail Access to Conpetitive Energy
Services ("Retail Access Rules"). The Conmm ssion required NOVEC
to subnmit to the Comm ssion's Division of Energy Regul ation a
plan for its price-to-conpare programno |later than 30 days
subsequent to the Conmm ssion's order in Case No. PUE-2001-00306
resolving the issues related to the frequency of fuel cost
adj ustnments for the cooperati ves.

On April 17, 2002, NOVEC filed its Motion for Protective
Order. In its notion, NOVEC requested that the Comm ssion
pursuant to 5 VAC 5-20-170 of the Comm ssion's Rules of Practice

and Procedure, enter a protective order due to the confidential,



proprietary, and sensitive information requested by AES and
because AES had not established that it was a party to this
pr oceedi ng.

On April 22, 2002, Staff filed its Report wherein it
recomended that the Conm ssion approve NOVEC s tariffs and
terms and conditions with the adoption of certain nodifications
recommended by Staff.

On April 24, 2002, AES Newknergy, Inc. ("AES") filed its
Notice of Participation in this matter and its opposition to
NOVEC s Motion for Protective O der.?

On May 1, 2002, AES filed its comments on the Staff Report.
In its coments, AES stated that it did not agree with Staff's
recommendati ons regarding cal cul ati on of the Conpetitive
Transition Charge ("CTC') cal culation. AES stated that NOVEC
had not presented any evidence that stranded costs exist. AES
argued that the wi res charges proposed by NOVEC are substanti al
and, in all likelihood, would prevent neaningful conpetition in

NOVEC s service territory.® AES agreed with Staff's use of

2 Interrogatories issued by AES have been answered by NOVEC rendering this

i ssue mopot. Furthernore, AES has established itself as a participant in this
proceedi ng. Therefore, it is not necessary to decide the issue of NOVEC s
Motion for Protective Order.

3 The Conmi ssion notes that under § 56-583 of the Virginia Electric Utility
Restructuring Act ("Restructuring Act"), wires charges serve as a "proxy", on
autility by utility basis, of stranded costs. Therefore, no actual
deternmination of stranded costs is necessary as a precondition of receipt of
Wi res charges.



ODEC s fuel adjustnent factor in place of NOVEC s current WPCA'
factor for the adjustnent of base generation rates in the
determ nation of wires charges. AES further reconmended that
any market prices established should be increased by an
appropri ate percentage to represent any reserve requirenments
applicable in NOVEC s service territory.

Wth respect to Staff's recommendati on regardi ng unbundl ed
tariff and rate schedules for all customer classes, AES
concurred with NOVEC s agreenent to allow term nation of
interruptible sales agreenents upon the customer's receipt of
service froman alternative energy supplier. However, AES
asserted that wires charges are inappropriate for a custoner
t hat does not inpose any firmsupply requirenent on the
Cooperative because the Cooperative does not incur any long term
stranded costs for an interruptible customer.?

AES conment ed on NOVEC s request to offer and nake
unregul ated sal es of electric power (Subparagraph F) to NOVEC
custoners within its certified service territory. AES
recommended that these unregul ated supply services be conducted
by a Conpetitive Service Provider ("CSP') affiliate of NOVEC to

create a level playing field. AES expressed concern that NOVEC

4 \Whol esal e Power Cost Adjustment, a pass-through nechanismfor recovery of
NOVEC s purchased power.

5 See footnote 3.



woul d not have to conply with all of the requirenents placed on
CSPs with respect to unregul ated supply services and that NOVEC
woul d have access to marketing information not avail able to
other CSPs. Finally, AES expressed reservations about NOVEC s
request (i) to be exenpt fromthe application of wires charges
in conjunction with unregul ated power sales; and (ii) for
authority to termnate service for non-paynent of special supply
service. AES argued that under current regulations, CSPs woul d
not receive simlar treatnent.

On May 2, 2002, NOVEC filed its Response to the Staff's
Report. In its Response, the Cooperative stated that it did not
agree with a further adjustnent to narket price relating to
transm ssion and ancillary expenses and opposed Staff's
adj ustnment to renpve transm ssion and ancillary expenses from
that calculation. NOVEC stated that its adjustnents to the Base
Mar ket Price were not associated with 8 56-583. A of the
Restructuring Act and do not reflect transm ssion and ancillary
servi ce expenses necessary to sell generation or whol esal e power
of f-system NOVEC stated that the purpose of the transm ssion
and ancillary expense adjustnent as proposed is to provide a
mar ket price that is consistent with the capped generation and
transm ssion rates previously approved by the Comm ssion. NOVEC
argued that its approved capped generation rates included

generation, transm ssion and ancillary service costs, and that



NOVEC s Base Market Price also nust include a conparable |eve

of transm ssion and ancillary service costs — otherw se,
according to NOVEC, the transm ssion and ancillary service costs
woul d show up in the CTC and shoppi ng custonmers woul d pay tw ce
for transm ssion service.

The Cooperative al so responded to Staff's recommendati on
that no wires charge be permtted until docunents confirm ng the
agreenments between ODEC and t he Cooperative relating to the
di sposition of wires charge revenues are received. NOVEC stated
its intention to satisfy that obligation, but disagreed with
Staff's suggestion that 8 56-584 requires Comm ssion approval of
the allocation of wires charge revenue.

In its remaining responses to the Staff Report, the
Cooperative generally agreed with the Staff's reconmendati ons
regarding tariff changes, wire charges, and terns and conditions
of service.

NOVEC obj ect ed, however, to Staff's recommendation that the
Cooperative identify nore specifically the types of docunents
that would satisfy its requirenent that an applicant be required
to prove that he or she is the owner or bona fide | essee of the
subj ect prem ses. NOVEC contends that there is no need to
change the | anguage in its proposed Terns and Conditions that

requires a custoner to provide a copy of a signed | ease or a



deed to verify this authority to require electric service at the
specific | ocation.

Wth regard to the Staff's reconmendati ons concer ni ng
cust omer deposits, NOVEC took issue with the Staff's
nmodi fication of the Cooperative's proposal to change the basis
on whi ch customer deposits are determ ned. The Staff had
recomended NOVEC s nodification be denied because the capped
rate provisions of the Restructuring Act bar such revisions. In
its Response, NOVEC nmintained that the rate cap provisions
shoul d not be construed as a bar to nodifying custoner deposit
provi sions and the Cooperative states that the change reflects
an appropriate policy decision for its business.

Wth regard to the Staff's recommendati ons concerni ng
billing and paynment, NOVEC took issue with the Staff's
nodi fi cati on of NOVEC s requi rement for shopping custoners to
bring their budget balance to zero. The Staff had recommended
that NOVEC allow retail access custoners to retain budget
billing for the distribution portion of their bills and to all ow
shoppi ng custonmers to switch either after bringing their budget
bal ance to zero or upon neki ng acceptabl e paynent arrangenents
with the Cooperative. 1In its Response, NOVEC nmaintained its
position that requiring a custonmer switching to a CSP to bring
its budget billing account to zero prior to switching is a good

busi ness practi ce.



Wth regard to Staff's reconmmendation in Section RVII-F,
retail access ternms and conditions, unregul ated conpetitive
energy service, Staff stated that NOVEC had not provided tariffs
for this service, noting that NOVEC does not intend to include
W re charges as a conponent of the distribution charges for this
unregul ated energy service, and that the retail access tariffs
for distribution service provided by NOVEC i ncl uded these
charges. In its Response, NOVEC agreed to submit the
appropriate tariffs to the Comm ssion prior to inplenentation of
this service.

Wth regard to the Staff's recomendati ons concerning the
CSP Coordination Tariff, NOVEC generally agreed with the Staff,
but took issue with Staff's recomendati on concerning the

definition of "credit anount," the security deposit required of
a CSP. NOVEC disagreed with the Staff's recomendation that the
credit anount should be based on two (2) nonths of projected CSP
paynents, as in the case of the Cooperative's retail custoners,
rather than the three (3) nonths as proposed by NOVEC. NOVEC
mai ntained its position that its relationship with a CSP is
different than the Cooperative relationship with its nenber-
custoners, in that the CSP is not NOVEC s custonmer. As a result

of its duty to ensure reliable power supply service to CSP

customers, NOVEC s position is that requiring a credit anount



equi valent to three (3) nonths of CSP billings is essentially a
m ni mum reasonabl e credit amount for the level of risk assuned.

NOVEC al so disagreed with Staff's recommendati ons rel ative
to coordination of custonmer activities, specifically Staff's
addition of "or as soon as possible” to 30-day prior notice
requi renent for the initiation of planned, |arge-volune customer
activity by a CSP. NOVEC s position is that a 30-day notice
requi renent is not unreasonable and Staff's addition of "as soon
as possible" renders the val ue of the provision neaningl ess.

Finally, NOVEC disagreed with Staff's recommendati on
concerning billing disputes, i.e., that the first sentence of
Article 11.6 in the CSP Coordination Tariff conflicts with
item 8 of the proposed Dispute Resolution Procedure.® NOVEC
mai ntai ns that requiring paynent of disputed amobunts by CSPs
will tend to spur settlenent negotiations and avoid prol onged
conpl ai nt proceedi ngs.

Wth respect to the issue of fee schedul es and coll ection
of wire transfer fees, NOVEC, in its Response, agreed to drop
t he proposed additional $25 fixed |ate paynent charge, forego

the proposed credit card processing fee, and nodify its CSP

6 Article 11.6 provides as follows: |f disputes arise regarding an invoice,
CSP nust pay the full disputed invoice on or before the delinquent date.

Di spute Resolution: 8: If a dispute involves the accuracy of invoiced
charges, the Cooperative will note the account with the disputed charge and
exclude the charge fromany | ate paynment fees or other collection action.

10



Coordination Tariff to allow for other nethods of paynment while
retaining the option of wire transfers with the associ ated fee.

Wth regard to the Staff's suggestion that the CSP, Tradi ng
Partner, and Aggregator Agreenents were submtted by NOVEC only
for informational purposes and to provide a guide for m ni num
requi rements, NOVEC nmaintained in its Response that these
agreenents shoul d i nstead be recogni zed as part of the
Cooperative's filed and approved CSP tariff. NOVEC stated that
t he Conmmi ssion's acceptance of these agreenents supports
ef ficient operation and prevents charges of discrimnation in
the treatnment of CSPs.

NOW THE COWM SSI ON, havi ng gi ven due regard to the
Cooperative's application, Staff's Report, the subsequent
pl eadi ngs, AES' comments, and applicable | aw, approves NOVEC s
application, subject to the nodifications detailed herein.” In
reaching this decision we have given due regard to the detail ed
comments of the parties participating in this proceedi ng, nost
of whom while supportive of NOVEC s application, suggested
certain conditions for this Conm ssion's approval .

We incorporate, by reference, our findings in the Wres

Charge Case (Case No. PUE-2001-00306) reflecting the appropriate

" Prior to inplenentation of retail choice in its service area, NOVEC nust
file both a price-to-conpare plan as described in the April 2, 2002, Oder in
this proceedi ng, and copi es of the agreenment between ODEC and NOVEC for the
di sposition of wires charges revenue.

11



fuel adjustnents and wires charge calculation for this
Cooperative. In addition, we find that the wires charges
cal cul ated by NOVEC are effective until Decenber 31, 2003, in
conformance with Ordering Paragraph (5) of Case No. PUE-2001-
00306.

Wth respect to AES' coments regardi ng the Comm ssion's
establ i shing market prices for CTC ("wires charge") cal cul ati on,

inits Novenber 19, 2002, Final Oder, Ex Parte: 1In the matter

of anmending requirenents relating to wires charges pursuant to

the Virginia Electric UWility Restructuring Act, PUE-2001-00306,

t he Comm ssion stated in Ordering Paragraph (5):

| ncunbent electric utilities seeking to

i npose a wires charge in cal endar year 2003

and beyond shall make annual filings by

July 1 of each year for any proposed

revisions in their fuel factor and

correspondi ng changes in capped rates, and

for market price proposals.
Therefore, the Conm ssion has provided for an appropriate venue
for AES to submt its recommendati ons concerni ng nmarket prices
as they relate to wires charges.

Wth respect to AES' comrents regardi ng unbundl ed tariff
and rate schedules for all custoner classes, specifically the
interruptible service schedule (1S-3-V), we find that NOVEC s
interrupti ble service schedule is intended to provide a capacity

credit for custonmers who agree to interrupt their demand during

peak generation periods. In Case No. PUE-2001-00005, we

12



approved unbundl ed rates for this schedule. W, therefore,
direct NOVEC to provide the appropriate retail access
distribution tariff including wires charges for this custoner
cl ass.

We also find that NOVEC s agreenent to allow term nation of
interruptible sales agreenents upon the customer's receipt of
service froma CSP appropriate as | ong as NOVEC provi des the
necessary information in its schedule as requested by the Staff.

Wth respect to AES comments on NOVEC s request to offer
and make unregul ated sal es of electric power (Subparagraph F) to
NOVEC s custoners within its certified service territory, under
8§ 56-231.34:1 of the Code of Virginia, Virginia' s electric
cooperatives are permtted to make direct, unregul ated sal es of
el ectric power within their service territories wthout having
to formaffiliates to do so. This section of Chapter 10 of the
Code of Virginia makes no provision for the application of wres
charges. Additionally, 8 56-583B of the Restructuring Act
limts the application of wires charges to custoners of
suppliers other than the incunbent electric utility or to
custoners subject to and receiving default service. Neither of
t hese conditions is applicable to this special supply service.
However, Staff noted that NOVEC had not filed appropriate
distribution tariffs. Therefore, we direct NOVEC to file retai

access distribution tariffs with the Division of Energy

13



Regul ation at |east sixty (60) days prior to its inplenentation
of unregul ated energy supply service.

Wth respect to AES comments on NOVEC s request for
authority to term nate service for nonpaynent of unregul at ed
energy supply service, we note that the proposed practice is
prohi bited by the Retail Access Rules (20 VAC 5-312-90 G. Wth
regard to di sconnections for nonpaynent of service charges,
NOVEC may di sconnect the distribution service of these custoners
for non-paynent of regul ated service charges only. W,
therefore, direct NOVEC to nodify this tariff provision
consistent with the Retail Access Rules.

Wth respect to the issue of custoner deposits, we agree
with the Staff's recommendation that the Cooperative's change in
nmet hodol ogy for cal cul ati on of custoner deposits should be
denied. W, therefore, direct NOVEC to retain the current
| anguage on deposits.

Wth respect to the issue of "credit amount” as defined in
the CSP coordination tariff, we agree with Staff's
recommendati on that the credit anount be equivalent to two
mont hs' CSP paynents to the Cooperative, conparable to the
deposit requirenents for retail custoners.

Wth respect to the issue of the provision of 30 days as
adequate notice for inplenentation of planned, |arge-volune

custoner activity by a CSP, the provision of notice for

14



anticipated term nations of service by a CSP is adequately
covered under the Retail Access Rules (20 VAC 5-312-80 M and O
and the VAEDT plan. For other |arge volune marketing activity,
we agree with NOVEC that advance notice froma CSP coul d assi st
in coordination of |arge volune activity, but to place a hard
and fast rule on a CSP coul d deter devel opnment of conpetition.
Therefore, we direct NOVEC to nodify the notice provision to
incorporate Staff's "as soon as possible" |anguage for |arge
vol une enroll ment activities.

Wth respect to the Cooperative's Dispute Resol ution
Procedure, we find that item 8 should be confornmed wth
Article 11.6 of the CSP Coordination Tariff as reconended by
Staff.

Wth respect to the issue of fee schedul es and coll ection
of wires transfer fees, we adopt these changes as proposed by
NOVEC.

Wth regard to the CSP, Trading Partner, and Aggregator
Agreenents, the Conmmi ssion in Case No. PUE-2000-00584 i ncl uded
t hese sane types of agreenents as attachnments to Virginia
Power's CSP Coordination Tariff. NOVEC proposes to treat them
in the same manner, and we accept their inclusion as attachnents
to the CSP Coordination Tariff.

Wth respect to the issue of including transm ssion and

ancillary expenses in the market price cal cul ati on, we concur

15



with NOVEC s explanation of its calculation in its Response and
its view that a further adjustnment is not appropriate.
Therefore, the CTC cal cul ati on as proposed by NOVEC i s approved.

Wth respect to the issue of the subm ssion by a bona fide
| essee of a |ease agreenent for authority to institute service,
we find that strict adherence to the Cooperative's limtation of
proof solely to a deed or | ease may rai se barriers to obtaining
service in sonme areas served by Cooperatives in the
Commonweal th. We will, therefore, direct NOVEC to accept, in
lieu of a formal |ease agreenent, for purposes of ensuring
flexibility in the types of docunents allowed for subm ssion of
proof of ownership, a letter fromthe actual owner verifying the
applicant as a bona fide | essee.

Wth respect to the requirenment that shopping custoners
bring their budget balance to zero prior to switching a CSP, we
find that such a requirenent would be a hindrance to open access
in the marketplace. We will, therefore, adopt the Staff's
recommendati on that NOVEC provi de paynent arrangenents for the
non-di stribution portion of the custoner's outstandi ng bal ance
as an alternative to taking budget balances to zero for shopping
custonmers. Wth respect to the provision of budget billing for
CSP custoners, we direct NOVEC to continue to offer budget

billing for the regulated distribution service.

16



Accordingly, IT IS ORDERED THAT:

(1) NOVEC s tariffs and terns and conditions of service
anended as recomended by Staff and subject to the nodifications
di scussed herein are hereby approved.

(2) NOVEC shall file its anmended tariffs no |later than 15
days after the date of this order;

(3) NOVEC s initiation of retail choice is conditioned
upon the timely receipt of its wires charge allocation
agreenents wth ODEC and docunents as required in O dering
Par agraph (2).

(4) This case is hereby dism ssed, and the papers shall be

placed in the file for ended causes.
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